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7KHUHLVDKLJKSUHVVXUHDUHDDULVLQJDW WKHRXWVLGHRIGXFW:KLOHDQUHGXFHGSUHVVXUHDUHDVRPHWLPHV
QHJDWLYHSUHVVXUHDUHDDSSHDUVDW WKH LQVLGHRIGXFW7KHVH WZRSUHVVXUHDUHDERWKDSSHDUDW WKHPLGGOH
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3ODFLQJJXLGHSODWHDWGXFWFRXOGGLYLGHWKHGXFWLQWRVHYHUDOVPDOOUXQQHUV7KHGLIIHUHQFHEHWZHHQ
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)URP WKH GLYLVLRQ RI SDVVDJHZD\ SHUVSHFWLYH PRUH JXLGH SODWHV PHDQ PRUH VPDOO UXQQHUV DQG OHVV
GLIIHUHQFH RI FXUYDWXUH UDGLXV EHWZHHQ LQVLGH DQG RXWVLGH ZDOO 7KH HIIHFW RI FHQWULIXJDO IRUFH DQG
VHFRQGDU\ IORZ LV ZHDNHQHG %XW DQ H[FHVV RI JXLGH SODWHV FDQ PDNH IOXLG PRUH WXUEXOHQW>@%HVLGHV
RYHUPXFKJXLGHSODWHVFDQFDXVHVXUIDFHUHVLVWDQFHDQGIULFWLRQDOKHDGORVVLQFUHDVLQJ6R WDNLQJDOORI
IDFWRUVLQWRFRQVLGHUDWLRQWKHQXPEHURIJXLGHSODWHVVKRXOGEHRU
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8QGHUWKHLQIOXHQFHRIFXUYHGGXFWFXUYDWXUHWKHGLVWULEXWLRQRISK\VLFDOTXDQWLW\VXFKDVSUHVVXUH
DQGYHORFLW\LVXQHYHQ7KHFKDQJHUDWHRISK\VLFDOTXDQWLW\QHDUWRWKHLQVLGHZDOOLVH[TXLVLWHE\UHDVRQ
RIWKHELJJHUFXUYDWXUH:KLOHWKHFKDQJHUDWHRISK\VLFDOTXDQWLW\QHDUWRWKHRXWVLGHZDOO LVPLOG6R
UHGXFLQJ WKHZLGWKRI VPDOO UXQQHUVQHDU WR WKH LQVLGHZDOOVXLWDEO\FRXOGPDNH WKHJXLGHSODWHV ILW WKH
GLVWULEXWLRQRI IORZ ILHOGDQG OHVVHQ WKH WRWDOSUHVVXUH ORVV-XVWDVZKDWVKRZLQ ILJXUH WKHGXFW LV
ZLWKSODWHVZKLFKKDVWDSHUUDGLRKDVWKHORZHVWWRWDOSUHVVXUHORVV 
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WKLFNQHVV RI WKH JXLGH SODWHV FDXVHV WKH IORZ DUHD FKDQJH 7KLV FKDQJH OHDGV WR ORFDO UHVLVWDQFH DQG
URXQGDERXW IORZ UHVLVWDQFH LQFUHDVLQJ 7KH WKLFNHU WKH SODWHV DUH WKH ODUJHU ORFDO UHVLVWDQFH DQG
URXQGDERXW IORZ UHVLVWDQFH DUH 7KLV DOVR DJUHHV ZLWK WKH QXPHULFDO VLPXODWLRQ UHVXOW 7DNLQJ DOO WKH
IDFWRUVLQWRDFFRXQWWKHWKLFNQHVVRISODWHVKRXOGVHOHFWPP
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7KHHIIHFWRIFXUYDWXUHRISODWHRQIORZILHOG
)LJXUH VKRZ WKH WRWDOSUHVVXUH ORVVDWGXFWZLWKSODWH WKDWKDVGLIIHUHQWFXUYDWXUH7KH UHODWLYH
FXUYDWXUH UDGLXVPHDQV WKHGHIHUHQFHEHWZHHQ WKHFXUYDWXUH UDGLXVHVRIEDVLFJXLGHSODWHDQGSUDFWLFDO
SODWH7KHFKDQJHRIFXUYDWXUHUDGLXVFDXVHVWKHFKDQJHRIVKDSHRIVPDOOUXQQHUV7KHFURVVVHFWLRQLV
PXWDWLYHLQVWHDGRIFRQVWDQW:KHQWKHFXUYDWXUHUDGLXVGHFUHDVHWKHUXQQHUZKLFKLVFORVHWRWKHLQVLGH
ZDOOEHFRPHVFRQYHUJLQJGLYHUJLQJFKDQQHO7KHYHORFLW\RIIOXLGLQWKHGXFWLVXQGHUVRXQGYHORFLW\6R
LQWKHPLGGOHRIFRQYHUJLQJGLYHUJLQJFKDQQHOSUHVVXUHULVHDQGYHORFLW\GHFOLQH7KLVFDQPDNHWKHIORZ
LQWKHVPDOOUXQQHUWHQGWRZHOOGLVWULEXWLRQ:KDWKDSSHQVWRWKHUXQQHUWKDWLVQHDUWRWKHRXWVLGHLVMXVW
RSSRVLWH7KHFXUYDWXUHRISODWHVKRXOGQRWEH WRRKLJK)LJXUHVKRZVZKDWZLOOKDSSHQZKHQ WKH
FXUYDWXUHRISODWHLVWRRKLJK6HULRXVVHSDUDWLRQDSSHDUVRQJXLGHSODWHDQGIRUPVQHJDWLYHSUHVVXUHDUHD
6RWKHZDY\GHJUHHRISODWHVKRXOGEHVOLJKWO\KLJKHUWKDQWKDWRIGXFWZDOO
7KHHIIHFWRIGLVWULEXWLRQRISODWHRQIORZILHOG
7DEOH  VKRZV WKH WRWDO SUHVVXUH ORVV LQ GXFWZLWK GLIIHUHQW GLVWULEXWLRQ RI SODWH ,Q FXUYHG GXFW
ZLWKRXWSODWH WKHKLJKSUHVVXUHDUHDIRUPV LQ WKHPLGGOHRIGXFWE\ WKHRXWVLGHZDOO$IWHUSODFLQJ WKH
JXLGHSODWHWKHKLJKSUHVVXUHDUHDPRYHVWRZDUGVWKHLQOHWRIGXFW3ODFLQJWKHRXWVLGHSODWHQHDUWRWKH
LQOHW FRXOG PDNH WKH SODWH FRYHU WKH KLJK SUHVVXUH DUHD EHWWHU 7KLV DOVR DJUHHV ZLWK WKH QXPHULFDO
VLPXODWLRQ UHVXOW %DVHG RQ WKH UHVXOW RI QXPHULFDO VLPXODWLRQ WKH ORFDWLRQ RI LQVLGH SODWH LV eDQG
RXWVLGHSODWHLVe
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2QWKHEDVLVRIWKUHHGLPHQVLRQDOQXPHULFDOVLPXODWLRQWKLVSDSHUGLVFXVVHGWKHIORZFKDUDFWHULVWLFV
LQ FXUYHG GXFW ZLWKRXW JXLGH SODWHV DQG ZLWK GLIIHUHQW W\SHV RI JXLGH SODWHV 7KH UHVXOW RI QXPHULFDO
VLPXODWLRQLVDQDO\]HGJURXQGHGRQWKHSUHVVXUHVWDQGDUG7KHIROORZLQJFRQFOXVLRQVDUHFDUULHGRXW 
,QIOXHQFHGE\WKHFXUYDWXUH WKHUHLVVHFRQGDU\IORZDQGYRUWH[DSSHDULQJLQWKHFXUYHGGXFWZLWKRXW
JXLGHSODWHV7KLVFDXVHVVHULRXVIORZORVVHVLQFXUYHGGXFW
*XLGHSODWHVFRXOGLPSURYHWKHGLVWULEXWLRQRIIORZILHOG7KHHIIHFWRIJXLGHSODWHVLVDIIHFWHGE\PDQ\
IDFWRUVVXFKDVOHQJWKRISODWHQXPEHURISODWHLQWHUYDORISODWHWKLFNQHVVRISODWHGLVWULEXWLRQRISODWH
FXUYDWXUHRISODWHDQGVRRQ
&RQVLGHULQJ WKH WRWDO SUHVVXUH ORVV WKH SUHIHUUHG SODQ RI SODFLQJ JXLGH SODWHV LV REWDLQHG OHQJWK RI
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
SODWHLVeaeQXPEHURISODWHLVRULQWHUYDORISODWHLVWDSHUUDGLRWKLFNQHVVRISODWHLVPP
GLVWULEXWLRQRISODWHLVRXWVLGHeDQGLQVLGHeDQGWKHZDY\GHJUHHRISODWHVKRXOGEHVOLJKWO\KLJKHU
WKDQWKDWRIGXFWZDOO
7RWDOO\WKHVHFRQFOXVLRQVZRXOGEHKHOSIXOWRSHUIRUPDQFHHVWLPDWLRQLQHQJLQHHULQJDSSOLFDWLRQV
$FNQRZOHGJPHQWV
7KHDXWKRUVJUDWHIXOO\DFNQRZOHGJHWKHILQDQFLDODVVLVWDQFHIURPWKH)XQGDPHQWDO5HVHDUFK)XQGV
IRUWKH&HQWUDO8QLYHUVLWLHV3URMHFW1R+(8&)5
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